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I.  INTRODUCTION 

The  original  intent  of  this  effort  was  to  examine  what 
appeared  to  be  a  relatively  clear-cut  issue;  namely,  the  con¬ 
straining  effect  of  social  welfare  spending  on  defense  spending 
in  Western  European  NATO  countries.  The  issue  is  the  result  of 
a  growing  American  view  that  the  Europeans  are  getting  a  "free 
ride"  in  terms  of  defense;  that  Americans  care  more  about  the 
defense  of  Europe  than  do  the  Europeans. 

The  obvious  American  belief  is  that  the  other  NATO  members 
have  not  increased  their  defense  spending  to  levels  consistent 
with  the  economic  growth  they  have  been  experiencing  ever  since 
the  formation  of  the  alliance.  This  view  gives  immediate  rise 
to  the  question,  what  a  r«  they  doing  with  their  money? 

Next  to  defense,  the  most  visible  component  of  government 
spending  in  all  of  the  western  democracies  is  social  welfare 
spending.  From  here  it  is  a  relatively  simple  matter  to  move 
to  the  conclusion  that  the  reason  the  West  Europeans  are  not 
bearing  their  fair  share  of  the  NATO  defense  burden  is  because 
of  their  high  levels  of  social  welfare  spending.  Having  come 
this  far,  it  is  almost  impossible  to  stop  here.  One  is  vir¬ 
tually  compelled  to  "follow  the  flow"  and  conclude  that  the 
U.S.  is  reducing  social  welfare  spending  programs,  and  benefits, 
in  order  to  increase  defense  spending,  which,  in  turn,  subsidizes 
European  defense  costs,  so  that  the  Europeans  can  continue  their 
high  levels  of  social  welfare  spending. 


Given  the  above  logic,  it  was  easy  to  see  why  the  original 
thesis  would  have  considerable  appeal.  There  are,  however, 
some  very  basic  assumptions  hidden  in  the  "logic  flow",  all 
of  which  must  be  proven  before  the  thesis  can  be  supported. 

The  first  of  these  assumptions  is  that  there  is  some  con¬ 
sistent,  rational,  and  equitable  mechanism  for  measuring 
"burden  sharing".  The  second  is  that,  assuming  the  first 
assumption  has  been  met  (i.e.,  an  equitable  measurement 
mechanism  exists),  an  analysis  of  the  burden  sharing  data 
will,  in  fact,  reveal  that  the  other  NATO  members  are 
clearly  failing  to  carry  their  fair  share  of  the  defense  bur¬ 
den.  The  final  assumption  is  that,  having  satisfied  the 
first  two  assumptions,  there  will  be  an  acceptable  mechanism 
for  comparing  defense  and  social  welfare  spending;  that  com¬ 
parison  will  show  unequivocally  that  the  two  share  a  "zero 
sum"  relationship,  that  is,  as  one  increases,  the  other 
decreases;  and  that,  in  fact,  welfare  spending  has  been  in¬ 
creasing  at  the  expense  of  defense  spending.  To  prove  the 
thesis  one  must  show  that  any  change  in  one  of  the  variables, 
defense  spending  or  welfare  spending,  has  produced  at  least 
an  approximate  equal  and  opposite  reaction  in  the  other. 

What  the  research  has  shown,  and  what  the  rest  of  this 
paper  will  attempt  to  substantiate,  is  that,  one,  there  is 
no  reasonable  mechanism  for  measuring  burden  sharing.  There 
are  only  highly  subjective  mechanisms  which  eliminate  from 


II.  HISTORICAL  PERSPECTIVE 

Because  NATO  is  a  dynamic  entity,  ever  changing,  adapting 
to  changed  conditions  in  the  world,  as  well  as  within  the 
alliance,  it  is  necessary  to  provide  at  least  an  outline  of 
the  historical  development  of  the  "NATO  burden  sharing"  issue 
from  the  U.S.  point  of  view. 

To  begin  with,  it  is  important  to  remember  that  the  U.S. 
realized  from  the  beginning  (1945)  that  U.S.  interests  would 
be  best  served  by  an  economically  strong  and  independent 
Europe.  The  U.S.  was  well  aware  of  the  need  for  economic 
recovery  as  the  necessary  pre-condition  for  the  establishment 
of  trade  relations.  The  U.S.  was  also  very  concerned  about  the 
Communist  takeovers  in  the  East  European  countries,  and  saw 
the  need  to  keep  Western  Europe  free  of  Communism  and  out  of 
the  Soviet  sphere  of  influence. 

It  was,  then,  U.S.  self-interest  that  motivated  the  econ¬ 
omic  assistance  aimed  at  bringing  about  European  economic  re¬ 
covery,  and  the  military  assistance  provided  via  separate 
assistance  programs  and  the  formation  of  NATO.  This  same 
sense  of  self-interest  was  also  responsible  for  the  U.S.'s 
desire  to  limit  its  involvement  and  to  insure  that  Europe 
did  not  get  a  "free  ride".  From  the  beginning,  it  was  clear 
that  the  U.S.  intended  to  terminate  its  commitments  as  soon 
as  Europe  was  able  to  go  it  on  its  own. 

Had  it  not  been  for  the  Korean  War,  one  might  reasonably 


argue  that  the  U.S.  would  have  terminated  its  involvement 
in  Europe  or  at  least  substantially  curtailed  its  involve¬ 
ment  by  the  mid-fifties.  However,  President  Truman  was 
persuaded  that  the  Korean  War  was  the  forerunner  of  an 
even  bigger  effort  in  Europe,  and  he  decided  to  strengthen  the 
U.S.  commitment  to  Europe. 

"By  1950,  the  US  occupation  force  in  the 
FRG  had  declined  to  roughly  98,000,  and 
total  deployments  in  Western  Europe  came 
to  only  122,000.  .  .  The  US  vision  of 

NATO.  .  .  did  not  originally  include  a 

large  forward  deployment  of  US  forces  in 
Europe.  The  Korean  war  changed  all  that. 

By  1953,  US  troops  in  the  FRG  had  in¬ 
creased  250%  to  254, 000. 1,1 

Even  with  the  Korean  War  as  evidence  of  Soviet  aggressive 

intentions,  Truman's  efforts  to  increase  U.S.  involvement  in  Europ 

met  substantial  resistance  and  touched  off  significant  Con- 
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gressional  and  public  debates.  The  clear  intention  and 
direction  of  U.S.  involvement  was  to  create  an  independent 
Europe  (economically  and  militarily)  as  quickly  as  possible, 
so  that  the  U.S.  could  reduce,  or  eliminate  its  involvement. 

For  the  Europeans,  the  picture  was  quite  different. 

They  recognized  the  threat  from  the  U.S.S.R.  immediately  and 
consistently.  They  also  realized  that  they  could  not  achieve 
economic  recovery  of  any  significance  if  they  had  to  concur¬ 
rently  carry  the  burden  of  providing  for  their  own  defense. 


So,  while  the  U.S.  was  interested  in  doing  what  it  could  to 
get  Europe  to  a  position  of  less  dependence,  Europe  was  at¬ 
tempting  to  do  whatever  it  could  to  increase  and  continue 
U.S.  involvement,  particularly  its  military  involvement. 
Europe  needed  the  defensive  umbrella  of  the  U.S.,  and  it 
needed  to  have  it  for  as  long  as  possible.  As  long  as 
Europe  could  count  on  the  U.S.  to  provide  defensive  cover, 
it  (Europe)  could  concentrate  its  efforts  on  economic  re¬ 
covery  . 

"From  the  beginning,  perceptions  of  the 
need  for  the  North  Atlantic  Alliance 
were  somewhat  different.  Americans  saw 
it  as  a  means  to  create  a  more  viable 
and  independent  Europe  which  would  mean 
a  diminished  American  involvement;  Euro¬ 
peans  viewed  it  as  a  means  of  ensuring 
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American  involvement." 

The  alliance  began  with  the  belief,  at  least  in  the  U.S., 
that  a  conventional  force  capable  of  matching  the  Soviets 
would  have  to  be  built.  These  efforts  continued  through  the 
early  fifties  and  lead  to  continued  U.S.  cries  for  more  Euro¬ 
pean  effort.  By  the  middle  of  the  decade  it  was  clear  that 
NATO  could  not  provide  a  conventional  force  capable  of  match¬ 
ing  the  Soviets.  The  NATO  members  simply  were  not  willing 
or  able  to  make  that  level  of  commitment  to  military  spending 


Eisenhower  had  publicly  expressed  the  fear  that  any  attempt 

for  the  U.S.  to  keep  up  with  the  Soviets  in  conventional 
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power  would  result  in  economic  disaster  for  the  U.S. 

In  the  latter  half  of  the  1950s,  the  Federal  Republic  of 
Germany  was  admitted  to  NATO,  and  began  to  bear  some  of  the 
financial  burden  of  NATO;  and,  the  U.S.  formally  adopted  a 
policy  of  nuclear  deterance.5  These  factors  gradually  re¬ 
duced  the  cries  for  more  European  effort  on  defense. 

f 

The  calm  was  short-lived,  however.  The  decade  of  the 
sixties  brought  a  swing  away  from  nuclear  deterance  back  to 
the  need  for  conventional  deterance  capability,  a  balance  of 
payments  problem  between  the  U.S.  and  Europe,  the  Vietnam  War, 
the  Mansfield  Amendments  aimed  at  reducing  U.S.  forces  in 
Europe,  and  the  French  withdrawal  from  the  NATO  military  struc¬ 
ture.  The  spotlight  was  again  turned  on  European  contributions 
to  its  own  defense  and  again  the  U.S.  found  those  contributions 
to  be  inadequate.  The  most  visible  expression  of  U.S.  feelings 
was  found  in  the  Mansfield  Amendments.® 

The  pressure  for  more  effort  by  the  Europeans  continued 
well  into  the  1970s.  It  finally  abated  somewhat  by  the  mid- 
1970s  because  of  the  Mutual  and  Balanced  Force  Reduction  ( MBFR ) 
talks,  and  because  the  balance  of  payment  problem  began  to  show 
significant  improvement. 

In  the  latter  half  of  the  1970s,  the  Carter  administration 
introduced  two  programs  in  NATO;  the  Long  Term  Defense  Program 


(LTDP),  and  the  "three  per  cent  commitment".  These  efforts 

represented  but  another  attempt  by  the  U.S.  to  get  the  Euro¬ 
peans  to  do  more  in  defense.  Although  the  cries  were  not  as 
loud,  the  perception  and  the  belief  that  the  Europeans  were 
not  doing  enough  remained  firmly  rooted  in  the  U.S.  and  con¬ 
tinued  to  motivate  U.S.  behavior.  It  is  important  that  this 
view  be  compared  with  reality. 

"This  emphasis  on  achieving  greater  Euro¬ 
pean  contributions  was  somewhat  ironic  in 
view  of  the  fact  that  during  the  1970s 
the  Europeans  had  consistently  been  im¬ 
proving  their  defense  contributions  by  an 
average  of  approximately  three  per  cent. 

The  three  per  cent  benchmark  was  selected 
precisely  because  that  was  what  the  Euro¬ 
peans  had  been  achieving  at  that  time. 

It  was  the  U.S.  defense  contribution 

Q 

that  had  been  on  the  decline. 

The  following  should  also  be  noted: 

"It  is  interesting  to  note  that  this 
period  of  the  1970s,  which  American 
analysts  have  a  habit  of  referring  to 
as  the  decade  when  the  West  slackened  off 
its  defence  effort  because  of  detente, 
was  a  period  in  which  several  European 
nations  achieved  a  substantial  degree  of 
modernization,  particularly  the  Bundes- 


Two  points  need  to  be  made  about  this  period.  The  real 
achievements  and  contributions  of  the  Europeans  were  under¬ 
stated  and  "under-appreciated"  in  the  U.S.  More  importantly, 
the  adoption  of  the  three  per  cent  rule  brought  into  exis¬ 
tence  an  overly  simplified  and  very  visible  measure  which 
would  become  the  focus  of  U.S.  attention  and  virtually  the 
sole  measure  of  the  value  of  European  contributions  to  NATO. 

Timing  made  matters  worse.  Just  as  the  three  per  cent 
rule  was  put  into  effect,  the  Iranian  hostage  situation 
developed,  the  Soviets  invaded  Afghanistan,  and  detente  col¬ 
lapsed.  All  of  these  events  operated  to  intensify  the  spot¬ 
light  on  the  size  of  European  contributions  to  NATO.  The 
economic  situation  could  not  have  been  worse.  Recession 
returned  to  Europe  in  1980  and  made  even  maintenance  of  the 
status  quo  difficult.  Consider  the  case  of  Nest  Germany. 

"The  Federal  Republic  has  survived 
many  recessions,  but  the  current  state 
of  its  economy  will  clearly  affect  its 
role  in  NATO.  The  economic  downturn  in 
1974-75,  caused  (by).  .  .  the  OPEC  em¬ 

bargo,  produced  a  surge  of  inflation, 
a  fourfold  increase  in  unemployment, 
and  a  real  reduction  in  national  out¬ 
put.  Real  growth  rebounded  sharply  from 
1976  to  1979,  and  the  rate  of  inflation 
fell  back  to  more  normal  levels  for  the 
FRG .  But  the  level  of  unemployment 
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"did  not  recover  so  quickly.  By  1980  re¬ 
cession  came  again,  after  the  drop  in 
Iranian  oil  production.  In  1981  the 
real  rate  of  economic  growth  was  negative, 
inflation  remained  at  about  five  per  cent, 
and  the  unemployment  rate  surged  above 
five  per  cent.  At  the  same  time  the  Ger¬ 
man  mark  fell  sharply  against  the  dollar, 
further  increasing  domestic  inflationary 
pressures,  particularly  from  oil  purchases 
made  in  dollars. 

"The  devalued  mark  made  FRG  products  more 
competitive  on  world  markets  and  helped 
to  stimulate  exports,  but  despite  fore¬ 
casts  of  partial  recovery  in  1982,  the 
real  rate  of  growth  actually  declined 
another  0.6  per  cent  in  the  first  quar¬ 
ter.  Moreover,  high  levels  of  unemploy¬ 
ment  persisted  and  the  proportions  of 
foreign  citizens  unemployed  continued  to 
rise."10 

By  the  time  the  Reagan  Administration  took  office,  there 
was  considerable  attention  focused  on  European  defense  spending 
and  widespread  dissatisfaction  with  it  in  the  U.S.  The  Adminis 
tration  shared  this  dissatisfaction  and  did  nothing  to  take  the 
pressure  off  the  Europeans. 

Matters  continued  to  worsen  when  the  Europeans  failed  to 
show  vigorous  support  for  the  U.S.  response  to  the  imposition 
of  martial  law  in  Poland  in  December  1981.  U.S.  suspicions 
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and  fears  deepened.  Again,  it  looked  as  though  the  European 
nations  were  putting  their  economic  objectives  above  security 
needs . 

The  continued  participation  of  the  West  Europeans  in  the 
construction  of  the  Soviet  g*as  pipeline,  and  the  agreement  of 
the  West  Europeans  to  buy  natural  gas  from  the  Soviets  -  in 
the  face  of  the  events  in  Poland  -  only  provided  additional 
fuel  for  U.S.  suspicions. 

From  the  beginning  the  U.S.  aim  has  been  to  reduce  U.S. 
involvement  in  the  defense  of  Western  Europe,  while  at  the 
same  time  trying  to  minimize  Soviet  influence  in  Western 
Europe.  The  U.S.  has  consistently  been  suspicious  of  the 
intentions  of  the  Europeans.  The  U.S.  has  also  relied  on 
relatively  simplistic  measures  of  performance,  like  the  3% 
rule,  to  evaluate  European  contributions.  As  a  result.  Europea 
contributions  have  been  understated  and  "under-appreciated". 

And  finally,  the  U.S.  has  expected  that,  since  it  carries  such 
a  large  share  of  the  European  defense  burden,  the  West  Euro¬ 
pean  nations  will  continually  and  consistently  support  all  U.S. 
initiatives  and  policies  -  without  regard  for  the  impact  of 
those  policies  and  initiatives  on  their  respective  national 
objectives  .  In  short,  the  U.S.  view  has  been  naive,  and  some¬ 


what  shallow 


III.  BURDEN  SHARING  MEASUREMENTS 

Central  to  any  argument  about  the  contributions  of  any 
nation  to  NATO  burden  sharing  are  the  mechanisms  used  to 
measure  national  contributions.  The  validity  of  any  position 
on  the  issue  is  linked  directly  to  the  validity  of  the  measure¬ 
ment  mechanisms. 

In  the  burden  sharing  argument,  the  key  variable,  by 
agreement  between  the  NATO  members,  is  "Total  Defense  Spending". 
This  has  become  the  sole  determinant  of  a  country's  contribu¬ 
tion  to  the  alliance,  the  sole  measure  of  its  share  of  the 
burden . 

The  key  question,  then,  centers  on  what  constitutes  de¬ 
fense  expenditures.  "These  are  defined  broadly,  for  NATO  purposes 
as  expenditures  made  by  national  governments  specifically  to  sup¬ 
port  and  meet  the  needs  of  the  country's  armed  forces."1^ 

The  immediate  problem  is  one  of  omission,  the  omission  of 
all  of  the  political,  social,  psychological,  and  non-military 
economic  contributions  a  country  makes  to  the  common  defense. 
Accordingly,  a  wide  range  of  actions  and  efforts  are  ignored 
when  computing  a  country's  "share  of  the  burden".  Such  im¬ 
portant  things  as  economic  sanctions,  participating  in  Olympic 
boycotts,  aid  to  other  countries,  both  within  the  alliance  and 
outside  of  it,  overflight  rights,  basing  rights,  bases  furn¬ 
ished  to  other  allies,  accepting  U.S.  controlled  nuclear  weapons, 
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raising  and  lowering  trade  restrictions,  and  innumerable  others 
are  left  out  of  the  equation. 

The  baseline  definition  itself  immediately  eliminates  many 
critical  elements  from  consideration  and  makes  the  achievement 
of  a  fair  and  meaningful  comparison  impossible. 

The  inadequacy  of  the  measurement  is  not  limited  to  the 
items  omitted  from  consideration.  Further  distortion  is  created 
by  the  inclusion  of  elements  that  contribute  nothing  to  the 
defense  of  Europe.  For  example,  all  U.S.  defense  spending  is 
counted,  including  that  spent  for  troops  and  facilities  in 
Korea,  Japan,  Hawaii,  Alaska,  the  Pacific  and  Indian  Oceans, 
and  in  the  United  States.  The  logic  is  that  all  forces  can  be 
pulled  from  wherever  they  are  and  committed  to  Europe  should 
the  need  arise,  therefore,  all  should  be  counted.  The  assump¬ 
tion  is  simply  unreasonable.  There  are  virtually  no  circum¬ 
stances  under  which  all  U.S.  forces  would  be  withdrawn  from 
current  missions  or  areas  and  committed  to  the  defense  of 
Europe,  certainly  not  those  committed  to  the  defense  of  North 
America.  Even  if  it  were  possible  to  commit  all  U.S.  forces 
to  the  defense  of  Europe,  there  is  absolutely  no  way  of  com- 
miting  u.S.  facilities  in  the  U.S.  and  around  the  world. 

Clearly,  there  is  no  reasonable  basis  for  crediting  the 
entire  U.S.  defense  budget  to  the  defense  of  Europe.  The 
practice  of  comparing  total  U.S.  defense  spending,  for  its 


worldwide  commitments,  with  the  defense  spending  of  West  Ger¬ 
many,  which  is  virtually  100%  committed  to  the  defense  of 
Europe,  and  then  criticizing  the  German  contribution,  simply 


lacks  intellectual  credibility. 

On  the  other  hand,  some  of  the  same  sorts  of  miscounting 
apply  to  the  Europeans.  For  example,  British  involvement  in 


Northern  Ireland  and  the  Falklands,  Portugal's  involvement  in 
Angola,  and  French  and  Italian  expenses  in  the  Mid-East  were 
all  credited  to  the  defense  of  Europe  under  the  current  rules. 

By  confining  the  burden  sharing  measurement  mechanism  to 
defense  spending,  the  case  is  biased  not  only  by  the  omission 
of  non-defense  efforts  and  the  inclusion  of  world-wide  expenses 
but  also  by  the  omission  of  defense  outputs,  that  is,  the  force 
capability  provided  by  the  spending.  By  measuring  money  spent, 
rather  than  capability  acquired,  the  advantage  goes  to  the  most 
inefficient  country  with  the  highest  inflation.  Under  these 
circumstances  the  more  $7,000  coffee  pots,  $600  toilet  seats, 
and  $400  hammers  the  country  buys,  the  better  it  looks.  The 
simple  fact  is  that  by  measuring  levels  of  spending,  one  does 
not  measure  contributions,  only  spending  is  measured. 

Some  examples  to  be  considered  in  this  regard:  Conscript 
forces  versus  volunteer  forces.  The  cost  of  conscripts  is  nor¬ 
mally  significantly  understated  when  compared  to  volunteer 
forces.  if  one  were  to  focus  on  outputs,  concerning  volunteer 


forces,  the  question  would  be,  what  size  force  can  be  acquired 

for  the  money  spent.  With  the  exception  of  Belgium  and  the 

Netherlands,  the  answer  is  always  the  same,  all  other  allies 

could  have  bought  a  much  larger  force  than  did  the  U.S.,  for 

the  same  amount  of  money.  Put  differently,  if  allied  defense 

spending  for  1979  is  costed  based  on  U.S.  pay  rates,  the 

value  of  allied  spending  would  increase  by  20%  and  would  equal 
1  2 

U.S.  spending . 

Once  the  force  structure  has  been  bought,  how  does  one 
account  for  the  quality  of  training,  morale,  and  leadership? 

Level  of  defense  spending  in  no  way  reflects  these  factors, 
which  have  serious  impact  on  force  capability. 

The  same  sorts  of  questions  can  be  asked  about  equipment. 
That  is,  what  amount  of  equipment  can  be  bought  in  each  of  the 
member  countries  for  the  same  amount  of  money?  How  good  is  the 
equipment?  How  much  combat  capability  is  ultimately  provided? 

Some  distinctions  should  also  be  made  between  manpower 
and  equipment  acquired,  and  money  spent  for  depreciation,  or 
for  current  operational  capability  that  might  be  very  necessary 
but  "highly  perishable".  All  this  is  to  say  that  "defense 
outlays  reflect  gross  outlays,  not  increments.  .  . "  in  defense.13 

A  final  note  on  inputs  versus  outputs.  One  might  argue 
that  the  only  appropriate  measure  of  contributions  to  NATO  should 
be  forces  forward  deployed,  or  deployable,  in  Europe.  If  such 

1  5 
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criteria  were  used,  the  U.S.  contribution  would  be  substan¬ 
tially  changed,  since  only  those  forces  clearly  marked  for 
the  European  theater  would  be  counted.  The  U.S.  contribution 
would  not  be  considered  so  large  under  this  criteria,  though 
it  would  clearly  be  the  most  expsnsive  force  provided,  since 
the  bulk  of  U.S.  defense  spending  would  become  overhead.  Al¬ 
though  the  Europeans  have  not  said  so,  one  cannot  help  but 
wonder  if  they  don't  often  see  it  this  way. 

Having  looked  at  all  the  things  that  are  not  being 
measured,  it  is  time  to  examine  that  which  is  being  measured, 
namely,  defense  spending. 

On  the  surface,  it  appears  to  be  a  simple,  straight¬ 
forward  measure.  Perhaps  it  was  the  appeal  of  this  simple 
appearance  that  lead  to  its  selection  as  the  key  factor  in 
measuring  burden  sharing.  Unfortunately,  it  is  n-’.ither  simple 
nor  straightforward.  It  is  as  complex,  if  not  more  complex,  a 
measure  as  any  that  might  have  been  used. 

Since  the  intent  is  to  measure  performance  among  many 
different  nations,  and,  since  the  countries  have  different 
currencies  and  different  inflation  rates,  conversion  factors 
must  be  developed  to  convert  spending  in  each  country  to 
standard  entries  on  a  common  baseline.  The  relative  value 
of  one  currency  to  another  is  clearly  stated  on  the  open 
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Problems  do  arise,  however,  from  the  facts  that  exchange  rates 
fluctuate  all  the  time  and  the  value  assigned  to  defense 
spending  is  extremely  sensitive  to  the  exchange  rate  applied. 

Consider  the  following  examples: 

".  .  .  when  FRG  outlays  in  1980  are  con¬ 

verted  using  1970  exchange  rates,  the  FRG 
dollar  expenditure  was  $13.5  billion;  if 
1980  rates  are  used  the  total  was  $25.1 
billion.  A  similar  pattern  is  observed 
for  the  French  figures.  The  effect  of 
using  1970  exchange  rates  is  exactly  the 
reverse  for  Greece,  Italy,  and  particu¬ 
larly  Turkey." 

"...  using  December  to  December  changes, 
the  German  Mark  appreciated  by  14.4% 
against  the  dollar  from  1977  to  1978, 
appreciated  by  8.4%  from  1978  to  1979,  and 
depreciated  11.4%  from  1979  to  1980.  This 
swing  in  exchange  rates  by  itself  would 
produce  an  apparent  rapid  increase  in  FRG 
defense  outlays  expressed  in  dollars  from 
1977  to  1979,  and  a  rapid  decline  from 
1979  to  1980,  but  such  swings  would  dra¬ 
matically  overstate  actual  shifts  in  real 
defense  purchases."^ 

Correcting  for  inflation  is  no  easier.  The  first  problem 
here  is  the  fact  that  each  country  defines  and  measures  infla¬ 
tion  somewhat  differently.  Real  standardization  in  this  area 
is  impossible.  To  make  matters  worse,  inflation  in  allied 


countries  can  also  be  affected  dramatically  by  the  currency 
exchange  rates.  For  example,  oil  is  priced  in  dollars.  As 
the  value  of  a  country's  currency  fluctuates  relative  to  the 
dollar,  so  does  the  cost  of  living  in  that  country,  because 
the  price  it  pays  for  oil  is  fluctuating  with  the  exchange 
rate.  The  inflation  rate,  in  turn,  will  follow  the  path  of 
the  cost  of  living. 

The  attempt  to  establish  a  common  baseline,  against 
which  the  defense  spending  of  each  of  the  allies  can  be 
measured,  has  lead  not  to  objective  measures  but  to  some 
highly  subjective  judgements  concerning  which  exchange  rates 
and  inflation  factors  should  be  applied.  The  ultimate  com¬ 
plaint  is  that  one  can  support  any  number  of  contradictory 
positions  simply  choosing  different  exchange  rates  or  infla¬ 
tion  indexes. 


" .  .  .  The  rate  of  inflation  portrayed  by 

different  indexes,  reflecting  different 
sets  of  prices,  frequently  vary  sharply, 
and,  therefore,  estimates  of  real  defense 
spending  will  vary  significantly  based 
on  the  index  selected.  .  .  Disparities 
in  international  rates  of  inflation  fur¬ 
ther  complicate  these  problems  of  making 
meaningful  comparisons  of  defense  outlays. 


And  also 


"Shifts  in  exchange  rates  do  reflect  shifts 

in  resource  costs  for  those  goods  traded 

in  international  markets  but  not  for  the 

larger  portion  of  national  output  that  is 

produced  and  sold  in  domestic  markets. 

Hence,  selecting  the  exchange  rate  of  some 

base  year  for  computation  will  exclude  some 

real  changes  in  resource  costs,  but  annual 

exchange  rates  will  tend  to  overstate  shifts 

1  7 

in  such  costs.  . 

In  order  to  avoid  the  problems  of  adjusting  for  inflation 
and  exchange  rates,  analysts  frequently  rely  on  measures  like 
defense  spending  as  a  percentage  of  Gross  Domestic  Product  (GDP), 
defense  spending  as  a  percentage  of  the  national  budget, 
and,  defense  spending  as  a  per  capita  expenditure. 

These  measures,  however,  have  their  own  unique  distortions 
to  contribute.  Percentage  and  per  capita  baselines  give  no 
indication  of  the  absolute  ability  of  a  country  to  participate 
in  defense  spending.  Total  GDP,  total  population,  total  national 
budget,  all  of  these  factors  must  be  known  and  accounted  for  in 
order  to  have  an  understanding  of  the  total  wealth,  and,  therefore 
the  true  capability  of  a  nation  to  allocate  resources  to  defense. 

In  summing  up  the  discussion  of  measurement  techniques,  one 
1 8  struck  by  the  paucity  of  meaningful  and  reliable  measures 
available.  To  adopt  the  NATO  approach  of  looking  only  at  defense 


spending  Is  Co  exclude  not  only  everything  not  in  the  defense  budget, 
but  also  all  the  products  and  capability  produced  by  defense  spending* 

It  eliminates  too  much  of  importance  and  what  it  does  measure  is  tainted 
by  the  subjective  selection  of  adjustment  factors  that  can  produce  re¬ 
sults  supporting  virtually  any  proposition.  Beyond  the  NATO  approach 
there  is  no  measure,  or  set  of  measures,  that  adequately  consider  the 
vast  array  of  total  contributions  made  by  each  of  the  allies  and  con¬ 
verts  them  to  some  sort  of  standard  measure.  In  short,  there  simply 
is  no  valid  mechanism  for  comparing  the  various  contributions  of  the 
allies  to  the  common  defense. 


IV .  THE  DATA 


The  intent  of  this  section  is  to  examine  the  data  supporting  (or 
contradicting)  the  proposition  that  the  non-U. S.  NATO  allies  are  not 
carrying  their  “fair  share"  of  the  defense  burden.  For  the  most  part, 
and  unless  otherwise  noted,  the  data  will  be  taken  from  the  Secretary 
of  Defense's  annual  "Report  on  Allied  Contributions  to  the  Common 
Defense." 

Figures  1  and  2  show  total  defense  spending,  in  dollars,  over 
the  past  two  decades.  The  most  obvious  point  of  this  data  is  that 
the  U.S.  spends  a  great  deal  more  on  defense  than  do  her  allies, 
singly  or  together.  As  indicated  in  Figure  2,  the  U.S.  portion  of 
the  NATO  total  was  about  63%.  All  other  NATO  allies  combined  con¬ 
tributed  only  34%.  This  is  the  essence  of  the  U.S.  complaint  about 
the  other  allies.  They  simply  are  not  spending  enough  on  defense. 

On  the  other  hand,  the  data  also  shows  a  very  consistent  per¬ 
formance  by  the  Europeans  with  all  countries,  except  Portugal,  showing 
a  net  increase  over  the  period  1971  -  1982.  The  U.S.,  however,  shows 
a  very  erratic  pattern  of  ups  and  downs,  with  a  negative  net  change 
over  the  1971  -  1982  period. 

Figures  3  and  4  show  defense  spending  as  a  percent  of  Gross  Domes¬ 
tic  Product  (GDP).  The  message  is  essentially  the  same  as  that  con¬ 
veyed  by  Figures  1  and  2;  the  U.S.  is  spending  twice  as  much  as  the 
other  NATO  allies.  As  with  total  defense  spending,  however,  the 
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FIGURE  1 


TOTAL  DEFENSE  SPENDING  (FISCAL  YEAR) 

US  DOLLARS  IN  BILLIONS 
(1982  CONSTANT  PRICES  -  1982  EXCHANGE  RATES) 
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FIGURE  2 


Total  Defense  Spending  (FY) 

(1982  Constant  Dollars  in  Billions  -  1982  Exchange  Rates) 


1971 _  1982 


$ 

%  of 

NATO 
a  Japan 
Total 

Rank 

• 

5 

%  of 

NATO 
&  Japan 

Total 

Rank 

Belgium 

$ 

1.98 

0.7% 

9 

$ 

2.89 

1.0% 

9 

Canada 

$ 

5.52 

2.0% 

7 

$ 

6.32 

2.1% 

7 

Denmark 

$ 

1.35 

0.5% 

10 

$ 

1.40 

0.5% 

13 

France 

$ 

15.86 

5.7% 

4 

$ 

22.52 

7.4% 

3 

Germany 

§ 

17.64 

6.3% 

3 

6 

22.35 

7.3% 

4 

Greece 

$ 

1.21 

0.4% 

li 

6 

2.64 

0.9% 

11 

Italy 

5 

7.67 

2.8% 

*  5 

$ 

9.09 

3.0% 

6 

Luxerrlxxirg 

5 

0.02 

0.0% 

15 

5 

0.04 

0.0% 

15 

Netherlands 

$ 

3.85 

1.4% 

8 

$ 

4.46 

1.5% 

8 

Norway 

5 

1.32 

0.5% 

11 

$ 

1.70 

0.6% 

12 

Portugal 

$ 

1.04 

0.4% 

14 

$ 

0.80 

0.3% 

14 

Turkey 

$ 

1.26 

0.5% 

12- 

$ 

2.75 

0.9% 

10 

UK 

§ 

23.45 

8.4% 

2 

$ 

26.17 

8.6% 

2 

US 

$ 

190.27 

68.4% 

1 

5  189.97 

62.5% 

1 

Japan 

5 

5.70 

2.1% 

6 

$ 

11.00 

3.6% 

5 

Mon  US  KAIO 

$ 

82.17 

29.5% 

? 

103.15 

33.9% 

Non  US  NATO 
+  Japan 

$ 

87.87 

31.6% 

N 

$  114.15 

*  37.5% 

Total  NASD 

$ 

272.44 

97.9% 

\$ 

293.12 

96.4% 

Total  NATO 
+  Japan 

5  278.14 

100.0% 

a 

5  30$. 12 
% 

100.0% 

Source  t 

Caspar  W. 

Weinberger* 

Report  on  Allied 

Contributions  to 

Total  %  Chan 

71  vs  82 

446.0 

414.6 

+3.9 

442.0 

+26.7 

+117.4 

+18.5 

+88.7 

+15.9 

+29.0 

-22.9 

+118.8 

+11.6 

-0.2 

+93.0 

+25.5 

+29.9 

+7.6 

+9.3 

the  Common 


FIGURE  4 


\ 

\ 


Total 

,  Defense 

Spending  as 

•  Per  cant 

of  GOP 

157.1.. _ 

\ 

T9fl? 

*  of 
Highest 
Nat  1  on 

Hank  _ 

V. 

X  of 
Highest 

Total  *  Charge 
V 

Bank 

Zl_x.a_SZ 

Belgium 

2.9 

39. 2* 

10 

.  3  4 

48.7* 

6 

♦  17.7 

Canada 

• 

2.2 

30.2* 

13 

2.1 

30.3* 

13 

-4.3 

Denmark 

2.4 

32.8* 

12 

2.3 

33.3* 

12 

♦2.3 

France 

4  0 

34.  IS 

6  ' 

4.2 

39.6* 

5 

♦4.2 

Germany 

9.4 

43.3* 

9 

• 

3.4 

48.3* 

8 

♦  0.4 

Gr««ce 

4.7 

63. 31 

4 

7.0 

100.0* 

1 

_  ♦49.4 

Italy  . 

2.7 

36.5* 

1 1 

2.6 

37.4* 

11 

*3.2 

Luxembourg 

o.a 

10.8* 

IS 

1.3 

17.9* 

14 

♦37.0 

Nether  1 ends 

3.4 

46.5* 

7 

3.2 

46.3* 

9 

-3.8 

Norway 

3.4 

43  8* 

8 

3.0 

43.2* 

10 

-10.9 

Portugal 

7.4 

100.0* 

1 

3.4 

48.4* 

7 

-  -54 . 3 

Turkey 

...4.3 

61.3* 

3 

5.2 

73.0* 

3 

♦15.8 

UK 

4.9 

66.6* 

3 

3.1 

73.3* 

4 

♦4.1 

,us 

7.  1 

93.3* 

2 

6.5 

92.7* 

2 

-8.0 

Japan 

0.8 

11.4* 

14 

1.0 

14.0* 

13 

*13.9 

,Non  US  NATO 

3.6 

4b.  1* 

3.7 

32.3* 

'  *2.7 

Non  US  NATO 
i  ♦ . Japan 

3.0 

40.4* 

2.9 

41.2* 

-3.4 

;Totol  NATO 

j*.  :  • 

3.3 

74.4* 

3.1 

73.4* 

-6 ;  7 

•Total  NATO 
*  Japan 

3.0 

67.7* 

4.3 

63.7* 

•10.9 

Source : 
Defense 


25 


Europeans  show  a  more  consistent  pattern,  with  less  dramatic  shifts  than 
the  U.S.  pattern.  Here  again,  the  net  change  for  the  decade  is  positive 
for  the  aggregate  European  total,  but  negative  for  the  U.S. 

Figures  5  and  6  present  defense  spending  on  a  per  capita  basis,  and 
these  too  Indicate  that  the  U.S.  is  spending  a  great  deal  more  than  the 
European  allies.  As  with  the  other  data,  however,  the  trend  line  over 
the  decade  of  the  19706  is  negative  for  the  U.S.  and  positive  for  the 
European  allies. 

At  this  point  all  that  can  be  said  with  certainty  is  that  the  U.S. 
spends  much  more  on  defense  than  do  the  European  allies.  The  data  pre- 
sented  says  nothing  about  whether  or  not  current  spending  levels  are 
equitable,  based  on  wealth,  or  appropriate,  based  on  the  world-wide 
interests  of  the  U.S.  and  the  regional  interests  of  the  Europeans. 

Figure  7  shows  an  attempt  to  assess  "ability  to  spend."  It  takes 
a  country's  relative  share  of  the  total  GUP  of  NATO  +  Japan,  and  mul¬ 
tiplies  it  by  that  country's  relative  strength  in  terms  of  per  capita 
GOP.  The  product  is  then  converted  to  an  overall  relative  ranking 
based  on  a  100%  scale.  This  new  factor  is  called  the  prosperity  index  and 
it  is  intended  to  be  a  measure  of  relative  wealth>  and,  therefore,  the 
best  indicator  of  ability  to  contribute  to  defense  spending.  The  data 
suffers  some  distortion  because  of  the  Inclusion  of  Japan,  but  not  enough 
to  make  a  significant  difference. 

Figure  8  contains  the  same  data  as  Figure  7,  with  the  addition  of 
population  share.  What  it  tells  us  is  that  the  U.S.  has  43.7%  of  the 
total  GUP  of  all  NATO  members  +  Japan.  The  largest  European  share 
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\ 

\ 


1971 

1982 

Total  %  Change 

$ 

.  %  of 

Highest 
Nation 

% 

* 

% 

fetnk 

$ 

%  of 

Highest 

Nation 

Rank  71  vs  82 

% 

Belgium 

$ 

205 

22.3% 

9 

$ 

293 

35.8% 

7 

+43.3 

Canada 

$ 

• 

256 

27.8% 

8 

$ 

25? 

31.4% 

10 

+0.5 

Denmark 

$ 

272 

29.6% 

7 

$ 

274 

33.4% 

8 

+0.7 

France 

$ 

309 

33.7% 

4 

§ 

415 

50.7% 

3 

+34.3 

Germany 

$ 

288 

31.3% 

6 

..  $ 

363 

44.3% 

5 

+26.0 

Greece 

? 

137 

15.0% 

11 

$ 

269 

‘32.9% 

9 

+96.1 

Italy 

$ 

142 

15.5% 

10 

5 

160 

19.6% 

11 

+13.0 

Luxembourg 

5 

64 

6.9% 

13 

$ 

113 

13.8% 

12 

+77.9 

Netherlands 

$ 

292 

31.8% 

5 

$ 

312 

38.1% 

6 

+6.9 

Norway 

$ 

'337 

36.7% 

3 

$ 

412 

50.4% 

4 

+22.3 

Portugal 

5 

116 

12.6% 

12 

C' 

? 

80 

9.8% 

14 

-31.1 

Turkey 

$ 

35 

3.8% 

15 

$ 

59 

7.2% 

15 

+69.4 

UK 

$ 

421 

45.8% 

2 

5 

467 

57.1% 

2 

+11.0 

US 

$ 

919 

100.0% 

1 

5 

819 

100.0% 

1 

-10.9 

Japan 

5 

54 

5.9% 

14 

$ 

93 

11.4% 

13 

+72.8 

Non  US  NATO 

5 

249 

27.1% 

$ 

292 

35.6% 

+17.2 

Non  US  NATO 
+  Japan 

§ 

202 

22.0% 

$ 

242 

29.6% 

.  +20.0 

Total  NATO 

§ 

507 

55.2% 

• 

$ 

501 

61.1% 

-1.3 

Total  NATO 
+  Japan 

5 

433 

47.1% 

$ 

432 

52.8% 

-0.1 

Source t 

Caspar  W, 

Weinberger, 

Dgfsnse  (Washington,  D.C.i  Department  of  Defense,  March  1984),  p.  73. 


28 


•  *  -  *  ' 


V'  V’* 


LJ  — - 

*J  •«-  . — - 

4->  co 

v.  x  ■> — < 
— -  co  cj — •  u 
■a-  qlt3  *3-  o  •— 
— -  to  c  <  «—  O 

O  —  — <_> 

1-  <c 

«X  <4- 

X  o 


X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

VO 

ro 

CM 

CTi 

ro 

cn 

rH 

00 

m 

o> 

0 

rH 

rH 

0 

o> 

in 

<0 

0 

ro 

*“■ 

00 

0 

0 

0 

0 

CM 

a> 

rH 

cr» 

0 

cr> 

0 

0 

cr> 

0 

CM 

0 

iH 

r— 4 

0 

0 

in 

rH 

•cr 

ro 

00 

in 

in 

rH 

00 

CO 

cm  in 

CO 

00 

CM 

CO 

0 

00 

CM 

0 

ro 

00  rH  CM 

CM 

o> 

CM 

o\ 

ro 

r^. 

C's 

<3- 

0 

00 

in 

in  ro  0 

rH 

m 

CO 

rH 

» — 1 

ro 

rH 

a> 

CM 

«— < 

CM 

CO 

CM 

CO 

ro 

CM 

CO 

0 

CM 

r-4 

•O’ 

rH 

rH 

co 

0 

"5J- 

« — 4 

CM 

ro 

10 

co 

m 


u 

to 

41 

O 

E>. 

.w 

■> 

•V\ 

.1%- 

cx.  — -n 
<o  a.  tv  ta 

UQ<  OJ 
tO— J= 
J-  a 

CO  -r- 

o_  oc 


XXXXXXXXXXXXXXX 

o«3rsOinMcnfOinofi(vieou>eo 

ooioofncoco^toddsoorn’inol 
vocooor>.NCM<rvoN'0'-'  10  cn  io 


m 


<1> — • 
O—  S~  > — I 
Q  *0  C 
tO  £ — ■ 
V» 


xxxxxxxxxxxxxxx 

oir-itMr-uninninc'rHciOMM/) 

<\jc\jcocotr>Lr>ooCT>conr~^cor'»c\j 

H^ONoiomoHoooiomo 

<■  »-* 


>» 

c 

>a 

F  \ 


to  1/1  on+J 

.  ora  c  <o 

•  C  *4*  4J 

_  CL  3  AS  r-  I/O 

x=  je  a>  o  <o 

3  fl  L  OK  CJ  £  L  >i  Ol  5-,-Q  T3 

•i-O  fl  O  0>|E0i53000C 
O'.  <9  E  C  •  Op-  OC  J4J3C4/4J  <V 
^ccmjoux+JLLi-'t-.r-a 
ajroaiv-OJL-*-»3a)oo3cc'o 
mUOU.O.C9>->_JZZaLH33r3 


X  * 

X 

X 

X 

&S 

r«* 

ro 

in 

0 

(4  u 

01 

CJ 

rs. 

0 

9  ^ 

• 

• 

• 

• 

■a  « 

o> 

u> 

ro 

0 

c  a 

CO 

in 

co 

0 

"2  • 

«-« 

£  0 

°  o 

£  5 

C  2 

LO  <0 

=3  £3.  •— 

<0  *0 

e  o  *-» 

o  o 


•  *  • 
uV 

«  • 

«  e 

o  00 
H*  « 

5  » 

z  *= 

nj  © 

r-  Q.  g  JB 

ro  to  U  m 

o  o  3 

h-  +  c/>  ^ 


Selected  Indicators  of  Ability  to  Contribute 


—  X  « 

(y  a>  u 
<  CL.TD  «J 
tn  c  x: 

OHM 


dPdedPdedededrdPdPdPdPdPdPdPdP 

o\  o  m  (j\  in  n  •-  ><r  «—  to  n  oi  co  v 
ci'-MONinot'Ooua'-ooo 

—  -»ra>r^tn<r(N^*— oooooo 

in  *- 

338£S5Sggggge23 


— »  a.  cr  o 

m  m  a  -h  -h 

5uex^ 


dHdPHHclCilllflPdHdPdPDPi*1#### 
oinioMnoinofioouiNMN 
•  ••••••••••••«• 

oiniooonoouDrn'-^'or^B) 

o<j\coo>r-r'U5iDiciD'<rNr- 


df> 

<#> 

<#> 

OP 

n 

0 

• 

• 

• 

• 

r* 

0 

CM 

in 

VO 

r- 

dPaPdPdPdPdPdPdPdPdPdPdPdPdPdP 

copioiniC'-inortMooirtO'in 

wppoc'MoinO'T'T'PMno 

. . . 

CNVCOCOM^VOnNr-rT-OOO 

m  «— 

3^SaggpSS2ggHg3 


dP 

dP 

d P 

dP 

m 

OJ 

n 

O 

04 

0 

oi 

O 

• 

• 

• 

m 

O 

r~ 

n 

0 

m 

VO 

CO 

0 

O  O 
O  £ 
*—•00 
«  a 


dPdPdPdPdPdPdPdPdPdPdPdPdPdPdP 

r'MiPcocooPicnNcocDr'inno 
•  ••»••••••••••• 

tovocxir-voin^'*— *-000000 


dP 

dP 

<5 

m 

m 

o\ 

om 

• 

• 

• 

O'  . 

vo 

m 

m 

in 

CO 

in  in  S 

3  o  a 


»*  N  ifUDr*©o'0'*(Nm^in 


fO  <0 

c  >-3  a 

2*  8 


•  4J 
W  C 

•  SI 

—  »4  w 

I  £ « 

5  g* 

O  •  Q 

o  5 

•  *• 
»  • 

n°. 

S.Q 

2  .  5  c 

5  00 

<  —  « 
zs  SP 

S  "  B 
h  a  •«< 

d  a  «£ 
n  M 

g  +  !$ 

V)  ^ 


belongs  to  West  Germany  with  9.5%  of  the  total.  The  combined  total  for 
all  of  NATO  minus  the  U.S.  Is  39.9%,  still  noticeably  less  than  the  U.S. 
share.  The  "wealth-gap"  between  the  U.S.  and  its  NATO  allies  is  made 
even  wider  when  per  capita  GDP  is  considered  and  the  Prosperity  Index 
computed.  The  U.S.  ends  up  with  a  52%  share  of  the  total  prosperity, 
l.e.,  1*5  times  the  total  prosperity  of  the  rest  of  NATO,  and  54s  times 
the  prosperity  of  the  next  most  prosperous  member  of  NATO,  West  Germany. 

Based  on  the  data,  one  would  expect  to  find  the  U.S.  contributing 
substantially  larger  inputs  to  the  common  defense  than  the  rest  of  NATO. 
Figure  9  provides  some  Indicators  of  inputs  and  outputs.  In  pure  de¬ 
fense  spending,  the  U.S.  is  providing  62.47%  of  the  total  NATO  defense 
spending,  which  is  1.8  times  the  non-U. S.  NATO  level  of  33.92%.  This 
represents  more  U.S.  spending  than  would  be  expected  based  on  the  pros¬ 
perity  index  where  the  U.S.  has  a  prosperity  level  of  1.5  times  the  non- 
U.S.  NATO  total.  The  non-U. S.  NATO  total  spending  level  of  33.92%  is 
remarkably  consistent*  however,  with  the  non-U. S.  NATO  Prosperity  Index 
level  of  33.91%.  Non-U. S.  NATO  has  33.91%  of  the  prosperity  and  is  pro¬ 
viding  33.92%  of  the  defense  spending. 

The  explanation  for  the  apparent  excess  spending  by  the  U.S.  seems 
to  be  found  in  the  figures  for  Japan.  The  U.S.  prosperity  index  is  3.7 
times  that  of  Japan.  In  contrast,  U.S.  defense  spending  is  17.25  times 
that  of  Japan.  It  would  appear,  therefore,  that  excessive  U.S.  defense 
spending  is  the  result  of  Japan's  unreasonably  low  level  of  defense 
spending. 


The  other  defense  input  indicator *  Defense  Spending  Change  (column 


B-2)  over  the  decade  of  the  1970s*  shows  that  the  net  change  in  U.S. 
spending  was  a  negative  0.1 5%,  while  non-U. S.  NATO  spending  Increased  25%. 
The  rest  of  the  indicators  in  Figure  9  are  output  indicators*  that  is* 
defense  capability  purchased  by  the  defense  spending. 

Active  defense  manpower  figures  show  that  the  U.S.  is  contributing 
42*12%  of  the  total  NATO  +  Japan  forces.  This  appears  to  be  more  than 
the  U.S.  's  fair  share  based  on  its  32.98%  share  of  the  total  population. 

On  the  other  hand*  the  fact  that  the  U.S.  has  51.99%  of  the  total  pros¬ 
perity  and  a  62.47%  share  of  total  defense  spending*  would  seem  to  indi¬ 
cate  an  ability  to  buy  a  very  substantial  force.  The  additional  fact  that 
U.S.  commitments  span  the  globe  further  argues  for  a  very  large  U.S.  man¬ 
power  share. 

The  non-U. S.  NATO  share  of  the  Active  Defense  Manpower  is  54.3%*  a 
very  respectable  contribution  given  its  50.25%  of  the  total  population. 

Its  39.9%  share  of  defense  spending*  its  33.9%  share  of  total  prosperity 
and  the  fact  that  the  vast  majority  of  those  forces  are  committed  to 
Europe. 

Comparison  of  this  performance  with  the  3.49%  sianpower  share  con¬ 
tributed  by  Japan  provides  marked  contrast.  Japan  has  16.77%  of  the  total 
population*  14.10%  of  the  total  prosperity*  and  16.25%  of  the  total  GDP. 
Its  low  manpower  contribution  is  consistent*  however*  with  its  low  defense 
spending  (3.62%  of  total). 
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The  addition  of  reserve  forces  to  the  comparison  merely  extends  the 
relationships  Indicated  by  the  active  manpower  comparison.  Specifically, 
the  U.S.  share  is  greater  than  its  share  of  total  population  (39%  vs  33%), 
but  not  as  large  as  its  defense  spending  level  and  world-wide  commitments 
would  lead  one  to  expect.  On  the  other  hand,  the  non-U .S.  NATO  share  is 
larger  than  one  could  reasonably  expect  based  on  the  data,  whereas  Japan's 
share  is  unreasonably  small. 

The  net  change  in  Active  Manpower  over  the  1970s  was  slightly  negative 
(3.15%)  for  the  non-U. S.  NATO  nations,  but  significantly  negative  for  the 
U.S.  (16.33%). 

The  last  two  columns  of  Figure  9  provide  significant  indicators  of 

defense  capability  contributed.  Ground  Forces  ADEs  (Armored  Division 

Equivalents)  .  .  (are)  a  relative  measure  of  effectiveness  of  ground 

19 

forces  based  on  quantity  and  quality  of  major  weapons."  Tac  Air  Combat 

Acft  Share  indicates  ".  .  .  each  countries'  share  of  the  allied  total 

number  of  fighter/interceptor,  attack,  bomber  and  tactical  reconnaissance 
20 

aircraft." 

These  two  indicators  are  dramatic  in  content.  With  62.47%  of  the 
total  defense  spending,  the  U.S.  is  getting  only  38.8%  of  the  armored 
division  equivalents  (ADE)  and  40.9%  of  the  tactical  combat  aircraft. 

The  non-U. S.  NATO  members,  with  only  33.9%  of  the  defense  spending,  are 
getting  57%  of  the  ADEs  and  55.4%  of  the  combat  aircraft. 

The  strong  Implication  of  this  data  is  that  the  U.S.  is  very  wasteful 
in  its  defense  spending;  it  is  spending  more  and  getting  less.  One  can 
respond  to  this  charge  with  the  argument  that  the  U.S.  spends  very 
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heavily  on  strategic  forces  and  that  accounts  for  the  relatively  low 
level  of  tactical  force  acquisitions.  There  is  some  validity  to  that 
argument,  but  not  enough  to  totally  defeat  the  claim  that  U.S.  spending 
is  simply  more  wasteful  than  that  of  the  other  NATO  allies.  It  is 
here  that  the  $7,000  coffee  pots,  $600  toilet  seats,  and  $400  hammers 
start  to  hurt. 

Figure  9  has  significantly  weakened  the  charge  that  the  non-U. S. 

NATO  allies  are  not  carrying  their  fair  share  of  the  defense  burden. 

Figure  10  takes  the  same  basic  data  displayed  in  Figure  9  and 
presents  it  as  a  function  of  basic  wealth,  that  is,  GDP,  Prosperity 
Index,  and  Population  Share.  The  intent  is  to  compare  contributions 
with  ability  to  contribute. 

Analysis  of  the  Figure  10  data  leads  to  the  same  conclusions 
arrived  at  when  evaluating  the  data  in  Figure  9.  U.S.  contributions 
are  very  high  and  non-U. S.  NATO  low  when  defense  spending  is  compared 
to  GDP.  When  prosperity  share  is  considered  (column  C2),  however,  the 
U.S.  share  drops  and  the  allies'  share  comes  up  to  1*00,  which  means 
that  their  contributions  are  exactly  equal  to  their  ability  to  contribute 
Manpower  contributions  are  measured  against  share  of  total  population 
only,  and  show  that  the  U.S.  contribution,  and  that  of  the  NATO  allies, 
is  higher  than  its  fair  share.  The  very  low  U.S.  contribution  in  armored 
division  equivalents  and  aircraft  shares  is  made  even  more  visible  in 
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Perhaps  the  most  significant  facts  presented  in  Figure  10  are  the 
relative  contributions  of  Japan*  In  four  of  the  six  categories*  Japan 
ranks  dead  last*  In  the  remaining  two  categories*  it  ranks  13th  and  14th 
out  of  13*  The  unavoidable  conclusion  is  that  the  U.S.  is  subsidizing 
Japan  very  heavily  in  defense  matters*  and  that  if  any  country  needs  to 
be  pressured  to  improve  its  "burden-sharing" *  it  is  Japan*  not  the  NATO 
allies. 

One  more  piece  of  available  data  is  relevant  -  developmental  assistance 
as  a  percent  of  GDP*  Figure  11.  This  data  indicates  the  percent  of  GDP 
that  is  Contributed  to  developing  countries*  This  aid  is  separate  from 
military  assistance  and  is  not  included  in  the  defense  budget*  host 
countries  feel  that  this  aid  contributes  to  stability  and  peace  in  the 
world  and*  therefore*  it  should  be  counted  as  a  contribution  to  defense. 

The  argument  was  persuasive  enough  to  convince  DoD  to  Include  the  data  in 
its  annual  report  to  the  Congress*  The  message  conveyed  by  the  chart  is 
that  the  non-U. S.  NATO  allies  contribute  about  twice  as  much  aid  to 
developing  nations  as  does  the  U.S. 

In  reviewing  all  of  the  data*  we  find  that  the  U.S.  spends  a  great 
deal  more  money  on  defense  than  any  of  the  other  allies*  singly  or  in 
combination*  but  when  ability  to  contribute  (that  is  GDP  and  per  capita 
GDP)  is  considered*  the  total  contribution  of  the  non-U.S.  NATO  allies 
equals  their  ability  to  contribute.  When  the  focus  moves  from  defense 
inputs  to  outputs*  the  contributions  of  the  non-U.S.  NATO  allies  clearly 
exceed  their  fair  share*  Manpower  contributions  exceed  population  share* 
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All lad  Contributions  to  tha  Comnon  Dafenaa 


and  armored  division  equivalents  and  aircraft  share  exceed  prosperity 
share  by  vide  margins*  Even  the  non-military  measure  of  aid  to  develop¬ 
ing  countries  shows  the  allies  to  be  doing  more  than  their  fair  share. 

The  allegation  that  the  non-U.S.  NATO  allies  are  not  contributing 
their  fair  share  to  the  common  defense  simply  cannot  be  supported  by 
the  existing  data*  In  order  to  sustain  aich  a  thesis*  the  U.S.  would 
have  to  be  compared  to  each  individual  member  country.  Such  comparisons 
would  reveal  that  some  of  the  individual  countries  are  not  contributing 
their  fair  shares  in  dollars  or  manpower*  ADE  and  aircraft  shares  could 
not  be  used  because  the  U.S.  is  lower  than  all  European  countries*  ex¬ 
cept  Luxembourg*  in  these  categories* 

Comparing  individual  countries  to  the  U.S.  share  would  produce 
some  questionable  results*  since  the  U.S.  has  a  prosperity  share  5*s  times 
the  largest  NATO  ally*  West  Germany*  and  1300  times  the  smallest*  Luxembourg 
The  U.S.  economy  is  orders  of  magnitude  larger  than  those  of  the  allies* 

It  would  be  statistically  and  economically  unreasonable  to  demand  that 
those  economies  distribute  their  defense  spending  in  the  same  ratios  as 
the  U.S. 

Comparing  individual  countries  to  the  U.S.  would  also  lead  to 
arguments  over  efficiencies*  Virtually  every  country  can  point  to  ADE 
and  aircraft  shares  larger  than  the  U.S.J  most  can  also  point  to  man¬ 
power  shares  of  significance.  The  argument  that  the  U.S.  is  spending 
vastefully  and  getting  little  capability  for  its  money  would  be  raised 
by  each  country  as  it  pointed  to  relatively  large  defense  outputs 


acquired  aC  considerably  less  cost  than  the  U.S.  pays*  Except  for  Belgium 

and  the  Netherlands*  every  one  of  the  allies  could  propose  that  they  In* 

crease  military  pay  to  U*S.  levels  as  a  means  of  equalling  contributions. 

The  point  being  that  such  an  action  would  Increase  defense  spending  very 

substantially*  but  not  increase  defense  capabilities  at  all* 

Individual  comparisons  would  also  lead  to  detailed  examinations 

of  the  unique  needs  and  contributions  of  each  country  and  force  recog* 

nltion  of  cost  factors  not  admitted  under  NATO  definitions*  Consider 

the  case  of  West  Germany < 

"Measurements  both  of  input  and  of  output  fall  to 
acknowledge  the  hidden  costs  and  benefits  of  alii* 
a nee  membership  involved  in  the  provision  of  terrl* 
tory  and  real  estate  for  bases  and  facilities  at 
little  or  no  cost.  In  this  respect*  the  cost  to 
the  Federal  Reputllc  of  paying  for  the  allied 
forces  in  Berlin  are  a  significant  yet  omitted 
item*  If  the  German  outlay  on  Berlin  were  com¬ 
puted  ,  German  defense  expenditures  would  increase 
by  25%.  When  all  German  'defense  claims'  are  in¬ 
cluded  -  l.e*  cost  savings  from  low-cost  conscript 
personnel*  Berlin  expenditures*  host-nation  sup¬ 
port  for  both  U.S.  and  non-U *S.  forces,  resource 
flows  to  developing  countries  (which  can  be  seen 
as  a  means  of  supporting  Western  security  objec¬ 
tives)  and  effects  of  taxation  on  defense  expen¬ 
ditures  -  then  German  defense  expenditure  as  a  21 

percentage  of  GDP  would  rise  to  above  5*1  percent." 

If  one  were  finally  able  to  prove  conclusively  that  this  country  or 
that  was  not  providing  its  fair  share*  there  would  have  to  be  an  accom¬ 
panying  admission  chat  other  allies  were  contributing  more  than  their 
fair  shares*  and  that  these  countries  are  entitled  to  reduce  their  con¬ 
tributions  as  much  as  the  underpaying  countries  are  required  to  increase 
their  contributions* 


40 


There  is  nothing  to  be  gained  by  individual  comparisons*  The  non-U .S . 
NATO  allies  mist  be  regarded  as  an  economic  entity  for  the  purpose  of  de¬ 
termining  contributions  to  the  alliance  -  if  the  focus  is  to  remain  on 
equity  and  fair  share  contributions*  And*  as  long  as  the  non*U«S«  NATO 
allies  are  regarded  as  an  entity*  they  are  clearly  contributing  their 
fair  share  to  the  common  defense* 
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V.  SOCIAL  WELFARE  SPENDING 


The  final  complaint  so  often  heard  about  NATO  defense  spending  is 
that  the  European  allies  are  so  heavily  committed  to  social  welfare 
spending  that  it  is  eating  into  their  defense  spending)  that  defense 
spending  is  being  traded  off  for  social  welfare  spending.  To  support 
this  proposition  one  would  have  to  establish  the  existence  of  a  "rero 
sum'*  relationship  between  defense  and  welfare  spending*  that  is,  one 
Increases  only  at  the  expense  of  the  other*  so  that  as  one  goes  up  a 
given  amount*  the  other  goes  down  an  approximately  equal  amount. 

Kelleher,  Domke*  and  Eichenberg  seem  to  offer  the  most  recent*  and 

22 

the  most  comprehensive  research  on  the  subject.  The  basic  results  of 

their  research  indicate  that  both  welfare  spending  and  defense  spending 

are  a  function  of  economic  conditions  in  general  and  economic  growth  in 

particular*  and  not  a  function  of  each  other. 

"Our  research  suggests  that  emphasis  on  the 
choices  between  guns  and  butter*  even  at  the 
margin*  is  a  misreading  of  Western  public  ex¬ 
penditure  patterns*  particularly  since  at  least 
1920.  The  manifold  increases  in  social  welfare 
spending  have  been  almost  totally  financed  from 
growths  increases  in  national  GNP  and  the  new 
state  revenues  this  growth  produced.  The  real 
level  of  defense  expenditure  has  also  greatly 
increased;  only  defense's  relative  share  of 
GNP*  and  of  central  government  expenditure, 
has  declined.  The  causes*  seemingly*  can  be 
found  not  in  any  conscious  balancing  of  policy 
trade-offs*  but  rather  in  the  ratchet  effects 
associated  with  particular  redistributive  poli¬ 
cies  and  mechanisms.  In  periods  of  economic 
decline  (relatively  few)*  as  in  times  of  econ¬ 
omic  bounty  (nk>st)*  states  are  not  committed  to 
the  direct  provision  of  extended  services  (as 
in  education)  and*  more  significantly*  to 
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substantial  autostatic  transfer  payments  to  indiv¬ 
iduals  (for  example*  social  insurance*  family 
allowances)*  Western  political  man*  elite  and 
mass*  has  coma  to  expect  these  services  and  pay¬ 
ments*  and  indeed  a  fair  rate  of  economic  growth 
as  the  normal  or  usual  pattern* "  23 


In  support  of  their  thesis  they  display  the  trend  lines  of  defense 


and  welfare  spending  for  the  U*S.*  West  Germany*  France*  and  the  United 
Kingdom*  See  Figures  12  -  17* 


The  trends  revealed  by  the  various  national  graphs  show  remarkable 
similarities*  The  trends  in  both  defense  and  welfare  spending*  in  each 
country*  are  upward.  Except  for  some  periodic  shifts  in  the  defense 
trend  lines  corresponding  to  times  of  war*  the  trends  are  approximately 
parallel*  At  any  rate*  there  is  no  evidence  of  the  "aero  sum"  rela¬ 
tionship  necessary  to  support  the  thesis  that  welfare  spending  is  re¬ 
ducing  defense  spending. 


"Defense  expenditures*  not  surprisingly*  fluc¬ 
tuate  most  in  time  of  war*  general  or  limited, 
but  seem  largely  to  fluctuate  around  a  rela¬ 
tively  stable  trend  line*  Simple  inspection, 
moreover*  does  not  allow  dramatic  inferences 
about  continual  trade-offs  in  any  state  and 
suggests  Instead  a  push-pull  phenomenon*  most 
often  during  and  immediately  after  war  involve¬ 
ment."25 


In  defense  of  the  proposition  that  it  is  economic  conditions*  and 
especially  GNP  growth*  that  ultimately  determines  the  levels  of  welfare 
and  defense  spending*  the  research  data  of  Kelleher*  Domke*  and  Eichen- 


berg  is  offered  in  Figure  18 
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Source i  Catherine  M.  Kellehet,  William  Domke,  and  Richard  Elchenberg,  "Guns  and 
Butter i  Patterns  in  Public  Expenditure  in  the  United  States  and  Western  Europe, 
1920-75,"  in  Defense  Politics  of  the  Atlantic  Alliance,  ed.  Edwin  H.  Fedder 
(New  Yorki  Praeger  Publishers),  1980,  p,  159,  _ 


FIGURE  13 


FIGURE  14 


Kelleher,  Domke,  and  Elchenberg 


Source:  Kelleher,  Domke,  and  Eichenberg,  p.  162 


Sources  Ke 1 leher ,  Domke,  and  Eichenberg>  p.  163 


FIGURE  17 


Source:  Kelleher,  Domke,  and  Elchenberg,  p.  164., 
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FIGURE  18 


Comparative  Table  of  Partial  Correlation  Coefficients 
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Sourcai  Kelleher,  Donke,  and  Elchanberg*  pp.  176-177, 


As  one  can  readily  see  from  Che  table,  GNP  is  a  significant  factor 
affecting  social  welfare  spending  in  three  of  the  four  countries*  The 


researchers  put  it  this  vayi 

"Gross  national  product  is  clearly  the  most 
prominent  explanatory  factor  for  all  the  post* 
war  models*  The  British  case  is  the  weakest; 
for  this  period,  GNP  is  listed  as  an  insignifi¬ 
cant  effect,  though  it  is  very  close  to  the 
threshold  of  statistical  significance*  In  a 
model  excluding  the  oontrol  variable  for  the 
"Wilson  years",  indeed,  GNP  is  the  largest 
and  most  stastlcally  significant  variable. "25 

Interestingly  enough,  the  U.S.  does  show  changes  in  defense  expendi¬ 
tures  as  having  significant  impact  on  social  welfare  spending*  The  U.S. 
is  the  only  one  of  the  four  countries  which  shows  this  pattern,  and  it 
may  be  U.S.'s  awareness  of  its  own  linkage  between  defense  and  welfare 
spending  that  causes  it  to  accuse  the  Europeans  of  the  same  linkage. 

The  researchers,  however,  suggest  that  the  significance  of  changes  in 
U.S*  defense  spending  derives  from  the  fact  that  these  changes  always 
occured  during  economic  downturns,  at  the  and  of  wars* 

Whatever  one's  position  on  the  U.S.,  it  is  clear  that  the  best 
available  research  data  will  not  support  the  thesis  that  European 
social  welfare  spending  is  being  done  at  the  expense  of  defense  spending* 
What  current  research  will  support  is  the  belief  that  both  defense  and 
welfare  spending  are  functions  of  the  general  economic  growth  of  the 
country,  and  both  will  tend  to  follow  parallel  growth  lines. 
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VI.  CONCLUSIONS 


Looking  at  the  whole  issue,  one  is  struck  by  the  fact  that  there 
is  so  little  'Veal  evidence"  to  support  the  U.S.  complaint  that  the 
other  NATO  members  are  not  carrying  their  fair  share  of  the  common 
defense  burden,  and  that  they  are  using  the  U.S.  to  subsidise  defense 
costs  while  they  focus  on  social  welfare  spending. 

A  brief  look  at  history  reveals  a  U.S.  preoccupation  with  its  desire 
to  terminate  its  involvement  in  Europe,  and  a  continuing  suspiciousness 
of  European  motives.  Driven  by  its  distrust  of  the  Europeans,  the  U.S. 
has  consistently  focused  on  simplistic  measures  of  European  contributions 
to  the  Alliance,  even  when  it  was  clear  that  these  measures  failed  to 
provide  reasonably  accurate  measures  of  European  effort.  The  U.S.  became 
virtually  totally  focused  on  gross  defense  spending  as  the  sole  determinant 
of  a  country's  contributions.  Simplistic  measures,  like  the  "three  percent 
solution",  were  grasped  readily  without  any  questioning  of  the  validity, 
or  practicality,  of  such  measures.  As  a  result  of  the  U.S.  approach. 
European  contributions  to  the  alliance  have  consistently  been  understated 
and  "underappreciated". 

The  historical  preference  for  simplistic  measures  is  seen  again  in 
the  official  practice  of  measuring  burden-sharlng  among  NATO  allies  by 
"total  defense  spending".  The  incompleteness  of  this  measure,  along  with 
the  technical  problems  associated  with  multinational  comparisons,  smke 
the  real  value  of  the  measure  very  questionable.  The  mere  fact  that  the 
focus  is  on  money  spent,  not  capability  acquired,  should  have  disqualified 


the  aeasure  from  common  use.  In  the  final  analysis*  the  measurement 
Mechanisms  in  use  eliminate  from  consideration  too  much  of  importance* 
and  include  too  much  subjectivity  in  what  they  do  measure  by  virtue  of  the 
selection  of  exchange  rate  and  inflation  adjustment  factors. 

Putting  aside  the  inadequacies  of  the  measurement  mechanisms  and 
looking  at  the  available  data  anyway*  one  is  struck  by  the  fact  that  so 
little  of  the  data  indicates  that  the  non-U .S.  MATO  allies  are  failing  to 
carry  their  fair  share.  In  spite  of  the  many  flaws  in  the  measurement 
procedures*  it  is  unmistakeably  clear  that  when  the  focus  is  on  capability 
acquired*  that  is  manpower*  armored  division  equivalents*  or  shares  of 
combat  aircraft,  the  non-U .S.  NATO  members  are  doing  more  than  their 
fair  share.  It  Is  only  when  the  measure  focuses  solely  on  dollars  spent 
that  the  allies  appear  to  be  short.  Even  that  appearance  evaporates* 
however*  when  prosperity  level  is  added  to  the  equation. 

Having  shown  that  the  allies  are*  in  fact*  carrying  their  fair 
shares  of  the  defense  burden*  the  allegation  that  social  welfare 
spending  is  precluding  defense  spending  is  largely  moot.  Curiosity* 
however*  leads  us  to  a  review  of  at  least  the  most  current  research. 
Although  the  findings  here  are  not  so  critical  to  the  original  thesis, 
given  the  lack  of  evidence  that  the  allies  are  not  carrying  their  fair 
share  of  the  defense  burden*  they  (the  findings)  do  seem  to  have  great 
significance  for  the  future. 

If  it  is  true  that  European  defense  expenditures  are  a  function  of 
economic  growth*  and  are  not  merely  the  "left  overs"  after  the  welfare 
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budget  has  been  dave loped ,  the  message  for  the  U.S.  Is  that  the  U.S. 
cannot  permit  U.S.  economic  conditions,  which  are  destructive  to  Euro* 
pean  economies,  to  continue  unchecked.  The  simple  truth  appears  to  be 
that  lower  European  defense  spending  is  directly  linked  to  the  economic 
downturn  they  have  been  experiencing,  which,  in  turn,  has  been  fostered 
and  perpetuated  by  the  high  U.S.  deficit  spending  and  interest  rates. 
Since  the  U.S.  economic  conditions  are  such  that  an  enormous  flow  of 
capital  is  being  drawn  from  Europe,  the  U.S.  must  bear  a  great  part  of 
the  responsibility  for  the  European  recession,  and  the  decrease  in 
defense  spending  that  must  accompany  it.  The  U.S.  must  recognise  the 
role  it  plays  in  the  matter,  and  take  the  necessary  action  to  permit 
economic  recovery  in  Europe. 
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